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FOREWORD 
j 
his revised document has been prepared by the exeeutis i nen 
of the Government as a part of its presentation in support of the Presi 
dent’s recommendations for the continuance of the Mutual Security 
Program for the fiscal year 1954 Publheation by the two committees 
does not in any way constitute approval of the material or of the 
; recommendations of the President. 
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TEXT OF THE PRESIDENT’S MESSAGE TO THE CONGRESS 


To the Congre Ss of the United States: 

I recommend to the Congress the passage of legislation extending 
the Mutual security program in order to enable the United States to 
carry out its responsibilities of leadership in building up the security 
of the free world and the prospects for peace both for ourselves and 
our allies. 

The basic purpose of this program is simply the long-term security 
of the United States living in the shadow of the Soviet threat. 

The program being submitted to you includes approximately $5,250 
million for military weapons and support directly to the defense efforts 
of our friends and allies. It also includes approximately $550 million 
for technical, economic, and developmental purposes designed to pro- 
mote more effective use of the resources of the free nations and thus 
to further the freedom and security of all of us. This total represents 
a reduction of about 1.8 billion from the previous administration’s 
1954 budget. 

The devotion of so large a portion of this request to military pur- 
poses is a measure of the peril in which free nations continue to live. 
The blunt, sober truth is that we cannot afford to relax our defenses 
until we have seen clear, unmistakable evidence of genuinely peaceful 
purpose on the part of the Soviet Union. As | strived to make clear 
to all peoples in my recent appeal for real peace and trust among 
nations, we continue earnestly to hope for such evidence, so that the 
world may turn its energies and resources to serving the needs, rather 
than the fears, of mankind. 

Until Soviet good faith is proven by deeds, the free nations must 
rely on their own strength for the preservation of peace. To fail to 
continue vigorously to strengthen our military forces would be to risk 
wasting all our efforts for the past 5 vears in defense of our liberties. 

Since the initiation of our major bipartisan foreign aid program 
in 1947, the accomplishments of the free world have been very great. 
In Greece, the onrush of Communist imperialism has been halted 
and forced to recede. Out of the ruins left by that aggression, a 
proud, self-reliant nation has reestablished itself. Threatened 
economic and political collapse in Western Europe was averted through 
the intensive efforts of the great peoples of that continent aided by 
American resources. Revitalized economies in Europe today are 
producing more than ever before and are in a far better position to 
defend themselves from external or internal aggression. In the Near 
East and Far East, American aid is helping many new nations on 
their way to a better life for their citizens. And the free nations 
every where—realistically facing the threat of Soviet aggression—have 
in addition sought to create, with American assistance, the military 
strength essential to guard their security. 

The mutual security program for 1954 has been developed by the 
new administration after the most careful study and deliberation. 
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xX TEXT OF THE PRESIDENTS MESSAGE TO THE CONGRESS 


All elements of the program have been reviewed in great detail, all 
proposals subjected to thorough scrutiny 

Krom this study I have come to certain clear conclusions. 

First: The United States and our partners throughout the world 
must stand ready, for many years if necessary, to build and maintain 
adequate defenses. 

Second To accomplish this objective we must avoid SO rapid a 
military buildup that we seriously dislocate our economies Military 
streneth Is most effective indeed It can he maintained only if it 
rests on a solid economic base. 

Third: We must help the free nations to help themselves in eradi- 
cating conditions which corrode and destroy the will for freedom and 
democracy from within 

Fourth: It is necessary to do more in the Far East. We are pro- 
posing to make substantial additional resources available to assist 
the French and the Associated States in their military efforts to 
defeat the Communist Viet Minh ageression. 

Kifth Since it 1s impossible to forecast precisely the vear and 
moment when the point of maximum military danger may occur, the 
only prudent course calls for a steady military buildup, with our 
partners throughout the world, sustained and planned so as to use our 
joint capabilities with maximum efficiency and minimum strain. 

W must and shall keep steadfastly on the course we have set. 
We must—so long as the present peril lasts—keep constantly growing 
in a military streneth which we can support indefinitely. These 
basic principles were agreed upon and applied in the successful meeting 
of the North Atlantic Treaty Council just concluded in Paris. 

While the amounts requested for technical, economic, and develop- 
mental purposes are small as compared with the military support, 
these programs are nonetheless of the most vital importance. They 


will be applied chiefly in south and southeast Asia, the Middle 
Kast, Latin America, and Africa. Through these programs, the 


United States 1s proving its interest 1n helping the peoples of these 
areas to work toward better and more hopeful conditions of life. to 


strenethen the foundations of opportunity and freedom. To guard 
avainst the external military threat is not enough; we must also move 


against those conditions exploited by subversive forees from within 


| present this whole 
It has been earefullv leveloped by the re sponsible n embers of this 
administration in order to achieve at least possible cost the maxi- 


program to vou with confidence and conviction 
( 


mum results in terms of our security and the security of our friends 


and allies In my judgment, it represents a careful dete rmination of 
our essential needs in pursuing the policy of collective security in 
A world not vel freed of the threat oft totalitarian conquest 


Unequivocally I can state that this amount of monev judiciously 


spent abroad will add much more to out Nation’s ultimate S¢ euritv in 
the world than would an even greater amount spent merely to increase 
the size of our own military forces in being 

Were the United States to fail to carry out these purposes, the free 
world could become disunited at a moment of creat peril when peace 


and war hang precariously 1n balance 
This is the way best to defend successfully ourselves and the cause 
of freedom. 


Dwicut D. Ersennower. 
Ture Waite House, May 5, 1953 
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CHAPTER III VWurvaL Si rAL Weapons PLANNING 





SEC. 301 LUTHORIZATION OF APPROPRIATION Amend the Mutual Security 
(Act of 1951, as amended, by adding the following new sectio1 
SE AZ 1 ere 18 he eby authorized to be appropriated to the P. esident for the 


fiscal year 1954 not to exceed $250,000,000 for the irpose of furnishing vecial 


8 

J @ “2 

veapons to nations eligible to receive military assistance under this Act or to the in- 

ternational organizations referred to in section 2 (b A) and 2 (6) (C of this Act: 

Provided, That, prior to the obligation of funds for this purpose, the President shall 
i} 


determine that such obligations is in the security interest o e United States and is 








an Jurtherance of the policies ar l pur poses of the Vutua Defen e Assistance Act 
of 1949, as amended: And provided further, That, } or to the transfe f such weapons 
the President shall determine that (a) the recipient is cdequately } pared to safe guard 
the security of such weapons; (b) that the trar sfer of sucl eapons vill be in the 
security interest of the United State gs: and (c) that such trar f f ther the pur- 
poses and policies of the Mutual Defense Assistance Act. Nothing contained in this 
sectitor ha alter, amend, evoke epea or otheru é affect the j WISLONS of any 
al estrict)) (, miting, or prol ibiting the tray fe , of any such vea pons Not- 
withstanding any othe Provisi0ONs of this Act, fii? iS ma le ava able pursuant lo this 
section may be used only for the pu pose of th sectior 


Cuaprer [V—Morvat Devetopment AND TECHNICAL PROGRESS 


Sec. 401 LUTHORIZATION OF APPROPRIATION, Amend the Mutual Security 
Act of 1951, as amended, by adding the following new section 





SEt 143. There is hereby authorized to be ap} ypriated to the President for the 

) » - } j j > 

fiscal year 1954 not to exceed $140.25 00 to carry out the provisions of sections 208 
relating to economic and technical assistance for the Near East and Africa), 302 (a 
relating to def, : rt " ] hnical assi ther ti ine tie 
ela } oO dejense Support, econo ic and technica 1 othe 1an oO 1€ 





Nationalist Government of the Re p thlic of non-Communist China and the Associated 
States of Cambodia, Laos, and Vietna» and 402 (relating to technical assistance 
jor Latin America of this Act.”’ 

Sec. 402. AUTHORIZATION OF APPROPRIATION FOR Bastc MATERI At the 
end of section 514 (relating to basic materials) of the Mutual Security Act of 
1951, as amer ded, add the following sentence: “ There s hereby a ithorized to be 




















appropria ed to the President for Jjiscat year 1954 not to exceed $25,000,000 to 
carry out the provisions of this sect on.’ 

Sec. 403. SpecraLt Economic ASSISTANCE IN THE N EAST AND AFRICA 
Amend section 206 (relating to refugees) of the Mutual Security Act of 1951, as 
amended, to read as follow 

SE Ot In order to further the pu pose of this Act in the Near East and Africa, 
rr ees hereby authorized to be appropriated to the President for the fiscal year 195 
not t rceeed $194 ,000,000 to be used, on such terms and cond tions as he may specify, 
fo. S/ pecial economic assistance de gned to promote the economic development 
f the area, for relief and rehabilitation f refugee inthea 1, and f othe type s of 
cor ca tance oa st an aint ng econo? cand ) toca tal ty ain the 
area The applicable Provisions of the ict f International Development (64 Stat. 
O4 U.S. ¢ 1557), except the pro or ating to the p nose fe hich assist- 
ance 14 be given, or of section df }) of this Act, shall app to the expenditure 

unads | suant to this section to the extent that the lre not nmco? tent with the 

S 104. Sprecrat Econom {sss VCE F InpD VD PAKISTAN Amend 
ection 302 ating ! ic and technical a snee for Asia and the Pacifie 
of the Mut 1951, as amended, by redesignating subsection (b) 

1 a gy ine SUDSs¢ lor 8) 

‘ Ir purpose oj t ict in India and Pakistan, there is 
heredy U/ iated to the Pre lent Jor the fiscal year 1954 not to 
exceed on such terms and conditions as he may specify, to 
furnisi ¢ al economic assistance desiqned to promote the economic development of 
such co trzes, and to assist in ma taining economic and politi tabi ty therein. 
The aj cable ovisions of the ict Inte ilional evelopment except the pro- 
viszons relating to the pur pose fo hich assistance may be given, or of section 508 
b of this Act, shal apply to the expenditure of fur ls pursuant to this section to 
the extent that they are not anconsistent th the j poses of this section.’’ 
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CHAPTER \ VULTILATE! ORGANIZATION 


SE 50] \J Wi J v7 \ f nte t sec. 
tion 534 elatit to the nove ¢ I ra it Mutual S rit Act of 
1951, as amended: “7 ereby a to the P 
not to « ’ a ¢ O00 (M fr cont tin ! / } fn the 

SE¢ Y AM ( \ ( i 
F I ~ ) 




















S¢ ) ot the | iD ) 
s ) Lhe } P t 
é i wY ) ) ‘ 
, . , ” 
e fake a h, ’ : C 
Sec. 9038. O v I \ 0 tence t ect 939 
relating to ft Davin I i i ( i ( I ment f 
Nu 1l Security Ac 5 ) . s 7 7 ) # 
avvpropvp fed tot P f } g g 186 
° 1? Ly ( ( { ht el le f ] f the Heonon ( »peratior 
ict of 19/8 Fi '? j 
SE 04. l VA A { I 1¢ \ 1 sec 
tion 303 (a relatiz to Korean relief the M ul Security Act of 1951, as 
amended, as follows 
1) Add the following new sentence: “7 ‘asia canteen 
ated to tl Pre f , g 00.000 > y 
cor HDuttor to the WU? LN ) Ko ee t Lye j 
b) In the third sentence of seetion 303 (a rike « $67.500.000" and insert 
$40,750,000’ 
CHaprer VI—Fvrrer CHAN : Ex V sz Si 
Lrorses 
SE¢ 601 Amend the luai Hecu A ) LOS 4 a ended, | viding 
the followir ew eti 
S iy! Whene eP. 1 te ta f D @ 
{ } not to ed ] ) gi qat I fra ? é 
ava f é nmilvl L Sé 1 f / ay 
be tran é het ! ) flor t f sucl ns 
) Oo ai f i“? thie 
ava thle 7 ia fo t ; ta , s Il I\ l 
V of t Vout Secu { f } ; me 
; CO) ule ti , é , 
n anu othe ( Whenever t P 
f } f t notif the Committe ) F qn | , f N te f 
, Committee on Fore qn Aft { House f fe 
Si The unex ne l balance er ¢ q IIT. Mut 
Security, of the Supplement { en {yf ) me thn aa tn we 
tinued available for its o ginal purposes through June / , an ty be conso 
dated with the appropriate fiscal year 1954 appropriation made for the same general 
‘ purpose unde the authority of t s Act 
Sec. 602. ESCAPEES. rap 1O1 i l f e | elating to Europe 
of the Mutual Se urity Act of 1951, as amended, is an ded by deleting the word 
‘similarly’? before the word ‘determined’ and by inserting in paragraph 101 
(a) (1 or anv Communist-dominated or Commu t-occupied areas of Asia’’, 
after “and any other countries absorbed by the Soviet Union’, and, at the end of 
that sentence, strike out ‘‘and to the security of the United States’’ and insert “‘or 
to the securit f the United States 
Sec. 603. Mintirary Arp in THE NEAR EAST AND AFRICA itle II (relat 
to the Near East and Africa) of the Mutual Security Act of 1951, as amended, is 


further amended as follows 
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such times as may be necessarv to meet the pavments required by the contract 


or tl rehabilitation work ll advances of the time ict paviments are d ce. if 
addit 1 to the estimated amount of a ia put and cost that may accrue 
from tft cancellation of sue contract at i rk Provided, That 
U! total amount of outstand r contract der tl psect iess the amounts 
wi have bee paid to the | ted State ) ( nat 

eX( {1 $700,000,000.’ 


/ \ PF EQUIPMEN A me 1 se nm 411 i ( i efinition to 


read hie s 
! It ~ ( le a I i 1 ft per i yr 
te i ) issistant for i ( ( cute e purpo 3 0 
t \¢ } 7ut) 
~ 60 The 7 il y DY \ hoe c ( at ! Act of 1948 
i AZ] UU. Be 1503-151 I 1 i led as f 
f { N An 11] 5 relati larantic 
a 
DY i ind rules and r ) ribed | he Admin- 
Is t guaranties [\ ( ira es il ( ate ) later than 
fourteen vears from the date of ena ment of this Act] wl hg anties shall be 
, S ' j j Jaf f , 
( 4RANT An | t ) il ira i 
fol 
the guaranty to any person shall be limited to assuring one or both of 
the following ee Os 2) the compensation in United States dollars for loss of all 
or a part of the investment in the approved project which shall be found by the 
Adn strator to have been lost ) ( verson | reason of expropriation o1 
confiseation bv action of the government of a participating country or by reason 
f ’ } / 
CoOUrNT7 PART LOAN Amend the last proviso ofl ecto! 115 ) 8) 
i » co erpart f Is » read as follows 
6) * * * And wided furt Tha vhenever funds from such special 
ACK ire used by a country to ike loans, all funds received in repayment of 
Stilt hOAnNS [ All be re i pPOSt ed it Slit =) 7 re | account] p Lo lo term nation of 
assista e to ich country ha he ed on fry purposes as sha have heen 
( (, , Slates 


II, ANatysis oF Drartr BILL 


The Mutual Security Act of 1951, as amended, is the basic statute 
which defines the Mutual Security Program and prescribes how it is 
to be administered. The Mutual Security Act also governs operations 
pursuant to certain other acts under which the United States furnishes 
assistance to other countries 

Continued operations during the fiscal year 1954 require a number 
of changes in the statutes governing the Mutual Security Program. 
The bill now before the Congress designating the new legislation as 
the “Mutual Security Act of 1953,” consists of proposed amendments 
to the Mutual Security Act of 1951, as amended; the Mutual Defense 
Assistance Act of 1949, as amended; and the retained provisions of 
the Economic Cooperation Act of 1948, as amended. 

The following are brief statements of the effects of the provisions 
of the proposed legislation: 


CHAPTER I MUTUAL DEFENSE MATERIEL AND TRAINING 


Section 101 adds to the Mutual Security Act of 1951, as amended, 
new section 540 which contains the fiscal vear 1954 funds authoriza- 
tion for carrying out sections 101 (a) (1) (relating to military assistance 
for Europe), 201 (relating to military assistance for the Near East 
and Africa), 301 (relating to military assistance for Asia and the 
Pacific), and 401 (relating to military assistance for Latin America). 
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The authorization for each of the named sections is sper ified. These 
funds are to be available both for the furnishing of end items produced 


in the United States and for offshore procurement. 


CHAPTER II MUTUAL DEFENSE FINANCING 


Section 201 adds to the mutual Security Act of 1951, as amended, 
new section 541 which contains the fiscal year 94 funds authoriza- 
tion for carrving out sections LOL (a v relat to defense s pport 
and economic assistance for Ku ype), 102 (relating to deie se produc- 
tion financing for France and the { nited Kingdom 02 (a relat 
to defense support, economic and technical assistance Tol he Nacion- 
alist Government of the Republic of China and the Associated States 
of Cambodia, Laos, ana Vietnam », and o604 elating oO detens 


production financing) of this act 

Section 201 also adds two other new sections to the Mutual Security 
Act of L951: 

New section 102 authorizes the appropriation to the President for 
the fiscal vear 1954 of not to exceed $100 million for the reimbursement 
of France for the manufacture in France of artillery, ammunition, and 
semiautomatic weapons to be used by French forces for the defense 
of the North Atlantic area and $100 million for reimbursement of the 
United Kingdom for the manufacture there of military aircraft to be 
used by the United Kingdom for the defense of the North Atlantic 
area: 

New section 304 authorizes the appropriation to the President for 
the fiscal year 1954 of net to exceed $400 million for the procurement 
of equipment, materiel, and services, required by France and the 
Associated States of © 
cution of the war against the Communists in the Associated States 


ambodia, Laos, and Vietnam for the prose- 


CHAPTER III MUTUAL SPECIAL WEAPONS PLANNING 


Section 301 adds a new section 542 to the Mutual Security Act of 
1951. as amended, which authorizes the appropriation for fiscal vear 
1954 of not to exceed $250 million for furnishing special weapons 
Under this authority, the President must find that both placement of 
the contract and delivery to a foreign nation are in the SCCUTILS 
interest of the United States. The new section does not remove the 
present restrictions ip the Atomic Energy Act agamst the transfer 
of ntomic Weapols. The funds avatlabl und r section 542 are not 
subject to transfer to any other fund 


CHAPTER IV--MUTUAL DEVELOPMENT AND TECHNICAL PROGRESS 


Section 401 adds a new section 543 to the Mutual Security Act of 
1951, as amended, which contains the fiscal vear 1954 funds author- 
ization for carrying out assistance programs in underdeveloped 
areas under sections 203 (relating to economic and technical assistance 
for the Near East and Africa), 302 (a) (relating to defense support, 
economic and technical assistance in the Asia and Pacific area other 
than for the Nationalist Government of the Republic of China and 
the Associated States of Cambodia, Laos, and Vietnam), and 402 
(relating to technical assistance for Latin America). 


34448—53——2 
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Korean Reconstruction Amveney vhen that Agency assumes full 
responsibility lol relief wh rela iitation mn Korea 
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ISLATION 
Section 601: This section amends the Mutual Security Act of 1951 
: umendecd, by adding two new sections: (@) New si tion 546 provides 
for tw » kinds of transferability pon LeteTman ition by the President 
ana notiieation to appropriate committees of Cor Tress | Transfers 
of not to exeeed 10 percent of th ugeregate of the sums under sections 
101 (a2) (1) (mutual defense matericl and training for Europe) and 


541 (mutual defense financing) nav be made between funds made 
available for either of such sections (but the funds transferred must be 


ic Ie iropean area and 2) not to exceed LO percent of the 
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f) This subsection contains changes in the Mutual Security Act 
resulting from the enactment of section 1415 of the Supplemental 
Appropriation Act, 1953. First, the next to the last sentence of 
section 521 of the Mutual Security Act is struck out Second, anew 
ection 549 is added to the Mutual Security Act which (1) authorizes 


S98 .360.000 for the local currency requirements of the program for 


fiscal yea 1954, (2 provides th anv amounts appropriat ‘d for the 
program may be used to purchase foreign currencies, (3) provides 
tha obligation Ineurred mM lo al currencies before July L, £956, 
Tih I hiquidat vithout reimbursement in dollars to the diy ‘USUrS 

Sy tion GUO This section amends the Mutual Defense Assistance 
Act of 1949, as amended, as follows 


Section 101 is amended to authorize the President to furnish 
military assistance to NATO countries for purposes not directly 
related to NATO defense plans when he determines that to do so 
will further the purpose of the Mutual Security Act 

6b) Section 403 (d) is amended to raise the limitation by $200 million 
on the total value of military equipment excess to United States needs 
which may be furnished to foreign countries from Department of 
Defense stocks. 

c) Section 408 (e 1) is amended so as to remove anv time limit 
on the authority of the United States to sell military equipment to o1 
to pro\ ide procurement assistance to friendly foreign countries 

d) Section 408 (e) (2) is amended to permit international military 
organizations to have the benefit of the ‘dependable undertaking” pro- 
cedure under the reimbursable military assistance program. 

¢) Section 411 (d) is amended to clarify the authority of the Presi- 
dent to lend United States equipment to foreign countries for test and 
study purposes 

Section 607 amends the remaining provisions of the Economie Co- 
operation Act of 1948, as amended. as follows: 

a) Section 111 (b) (3) is amended to lengthen the authorized maxi- 
mum term for guaranties to 20 years from the issuance of the guaranty. 

b) Section 111 (b) (3) (v) is amended to provide war-risk coverage 
in investment guaranties 

(c) Section 115 (b) (6) of the Economic Cooperation Act of 1948, as 
amended, is amended so as to (1) permit repayment of counterpart 
to a lending institution but retain United States control over further 
use of the funds, and (2) to confine United States control over counter- 
part loan repayments to the life of the aid program. 
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PART TWO—DESCRIPTION OF THE PROGRAM 


I. Tue Murvau Securiry Program In Evropr 


In Europe the central focus of our Mutual Security Program is the 
strengthening of our collective defenses under NATO. The bulk of 
the Mutual Security Program funds for Europe are for the develop- 
ment of modern effective fore es that W ill stand beside our own Arm d 


Forces in Kurope in order to deter aggression or to meet it if it should 
come. But though the funds go largely into the military buildup, 
the program more broadly deti ed includ 5 UD i polit ai and 
economic objec tives. There can be no effective d fer sc in the lo Le 
run without economic strength. Nor cal there be effec Live dé f ns¢ 
in the long run without the continued growth of Eur ity 
and the continued development of integrated European institutions 
The conduct of the program must concern itself with all three of 
these objecti ‘s, the military, the economi l 0 | vell 
as with the spirit of the people who make up the free world 


Outside the NATO framework but within the general scope of our 
European Mutual Security obj. ctives are the assistance programs for 
Austria, Germany, and Yugoslavia, and a program for Spain to be 
instituted upon conclusion of current negotiations with that country. 


A. THE NATO DEFENSE BUILDUP 


At a meeting of the North Atlantic Council in Paris during April 
of this year, the responsible ministers of the 14 NATO countries 
brought the first Annual Review to a successful conclusion by adopting 
firm force goals for December 1953 and provisional goals for 1954. 
This international agreement was based on 9 months of intensive study 
and discussion among the various countries, the NATO International 
Staff, and the NATO military agencies, and major military commands. 
The plan that resulted is a reconciliation between military recom- 
mendations and the physical and financial capabilities of the member 
countries. 

The Council also reaffirmed the urgent need for the European 
Defense Community which will make possible the contribution of 
contingents of German origin to European defense. The Council 
agreed upon a plan to finance a comprehensive 3-year program for 
the construction of airfields, communications systems, and other 
military public works required urgently for the forces now being 
organized and trained under the command of SHAPE and SACLANT. 

The Paris meeting thus provided a sound basis on which to build 
the European part of the Mutual Security Program for fiscal year 
1954. The NATO plans will be reviewed once more during the 
summer and autumn of this year, and in October the North Atlantic 
Council will determine firm goals for 1954, and provisional goals for 
1955 and 1956. 
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For all the countries taken together these defens xpenditures will 
represent between 9 and 10 percent of gross national product. In 
cOMparison the United States aqdevotes approximate! l4 percent of 
eToss national product to defenss 


\ major part of the total in both vears represents Da and operat 


costs Because Kuropean rates of troop pay at OW, In INnanyv cases 
extremely low the expenditure figures do not fully reflect the economi 
cost of the manpower thus withdrawn from productive emplovment 
Similarly, European costs for feeding and cloth roops and provid 
Ing barracks and other facilities are substanttall ss than American 
costs Hy ce, the Kurope rn xpenditures tend to understate the real 
costs and burdens of defense borne by the Europ tis 

In considering th ercent ol ross national roduct devoted to 
defense by the European countries, it should be kept in mind that the 
ierneve per capita ross national product among the Eurone 
countries is about one-third of what it is the United States, with, of 
course, substantial variations from country to country Phe level of 
tax receipts m ‘veral OF the countri shown in the table belo 
indicates the difficult problem posed for man f these coun s by 
meeting the el of expen res required | ens 


Au ) 
|} ~ 
ir 
( v1 » STA S ASSISTANCI O ( 
: 1; . } r ; ] { ] 1 
As Ih preceding years OV fal the Larges s rie Clement 1) ie 


Mutual Security Program for Europe will be the direct provision of 
military end items The funds recommended to he authorized for 
this purpose will he somewhat reduced bv cor marison with t} pr 


ceding year, a tual deliveries of equipment to K lropeanh count 
will be substantially increased The largest part of these deliveries 
will represent funds appropriated in previous years by the Congress 
and placed in production for long-lead items. This continued increase 
in the rate of delivery ot equipment means that the effect on the 
build-up of equipped modern forces in Europe durmg the coming 
fiscal year will be substantially greater than suggested by the amount 
of funds being requested for the placement of new contracts. The 


equipment to be delive red during the vear, as We ll as the additional 


4 


equipment to be procured with the new funds requested, will be pro- 
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rramed within the screened deficiencies of the forces to be raised 
under agreed defense plans, after allowance for the equipment already 
on hand in Europe or capable of being procured by the European 
countries themselves. 

Much smaller amounts, but equally essential in the development of 
modern effective forces, are funds to be spent on the military and 
technical training programs ‘These programs, most of which are 
related to the training of pilots and mechanics, not only insure that 
the equipment furnished is used effectively and properly maintained, 
but also provide a nucleus of trained instructors capable of dissem- 
inating in Kurope the knowledge and techniques they have acquired 


under | nited States training In numerical terms, the re vk in the 
training ol Huropean personnel] will have been attained by the end of 
fiscal year 1953 The program of fiscal year 1954 will show a decided 
decline in the number of students to be trained under these military 

The United States will continue to participate in the NATO in- 
frastructure program durin ihe coming veal This is the program 
for the construction of airports, e mmunieat ons facilities, and cer- 
tain other spec alized facilities which are for collective use in the 
event of wat At the NATO Ministers’ meetine u December 1952 
ait brain mM April 1953 agreement was reached ibject OL co i< 
necessarv congressional and parhamentary action, To! the finanen 
and construction of these requirement 

Of the military equipment to be procure d with funds made available 
for E irope for fiscal vear 1954, the largest part will be purchased 
under the offshore procurement program. Contracts will be placed 
in Kurope that will further develop European self-sufficieney in military 


production and develop a European mobilization base. Offshore 


procurement during the current fiscal year is expected to reach the 
neighborhood of $1.5 billion; and is planned at a similar level for 1954 

The two largest categories for equipment procurement during fiseal 
vear 1953 under the offshore procurement program are ammunition 
and fighter aircraft. Several European countries and the United 
States have placed large contracts for modern jet-fighter aircraft 
under a plan originally developed under NATO. The largest part 
of this aireraft program 1s produced in the United Kingdom The 
program for fiseal vear 1954 will continue to place emphasis on modern 
fighter aircraft. In addition to the offshore procurement program 
there will be a special program for the financing of fighter aircraft in 
sritain for the Royal Air Force. In the offshore procurement. pro- 
gram, however, ammunition will continue to be the largest single 
category, and ships, electronics, and many kinds of spare parts will 
account for most of the remainder. 

The program for France will reflect the unique situation of France 
among European countries. France is conducting an extensive 
overseas military campaign at the same time that it is enlarging its 
forces for the defense of the NATO areas. Both of these areas of 
activity are related. They both represent actions in defense of the 
free world against a single worldwide Communist threat; also, they 
both compete with the resources that France can devote to the 
security effort. The war in Indochina diverts valuable trained men 
and officers, as well as a large volume of supplies and equipment, from 
the effort France can make under NATO; similarly, the need for 
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NATO de:ense and the central role that France must play in it limit 
the resources that France can devote to the far eastern campaign. 

_ The Mutual Security Program for fiscal year 1954 will emphasize the 
importance of that campaign in Indochina. <A substantially larger 
portion of United States assistance will be devoted in fiscal year 
1954 to the active campaign and the buildup of forces within the 
Associated States of Indochina, including both the forces of the 
French Union and the national forces of the Associated States. This 
assistance in relation to Indochina cannot be limited to the major 
items of equipment ordinarily supplied under the military assistance 
program. The requirements of an active war demand large quantities 
of consumable supplies. The United States must share with France 
the cost of many of the goods required for the fighting in Indochina 
in order that the conduct of operations there and the continued 
buildup of Associated States forces shall not be interrupted nor 
retard the progress of defense in Europe. The French NATO effort 
will continue to receive support under the Mutual Security Program, 
including special financing of artillery, semi-automatic weapons, 
and ammunition, 

Total Mutual Security financing for Europe, other than direct 
end-item and training assistance, will be substantially reduced from 
previous levels. Partly this reflects the increased dollar earnings 
from offshore procurement and the increasing extent to which off- 
shore procurement is meeting the objective of building defense pro- 
duction in Europe. It also, however, reflects to an important extent 
the continued economic progress and recovery of Europe, permitting 
Europe to meet military budget requirements with less financial 
assistance from the United States. 

Within this reduced total, there is an important shift in the fiscal 
year 1954 program from commodity assistance in support of defense 
efforts to direct special payments programs specifically related to 
weapons production in France and the United Kingdom and to the 
support of the active military campaign in Indochina. Furthermore, 
several countries receiving commodity assistance in fiscal year 1953 
or earlier years are now estimated not to require it during fiscal year 
1954, and some of those for which such assistance is programed for 
fiscal year 1954 will require it only for special purposes. 


D. BROADER ASPECTS OF MUTUAL SECURITY PROGRAM IN EUROPE 


The Mutual Security Program in Europe is directed not only at 
the buildup of military strength, but also supports the development 
of economic strength, the growth of European unity, and the creation 
of integrated European institutions. The defense burden coupled 
with the need for investment and improvement in consumption 
standards all mean that for adequate economic strength in Europe 
there must be expanding economies, expanding production, and 
expanding trade. However, overall European production has ex- 
panded little, if at all, during the past year. To some extent this 
was due to the determined efforts of the Europeans to bring infla- 
tionary pressures under control and to achieve a measure of financial 
stability in their internal economies. The kinds of stabilization 
measures adopted were bound to exercise a temporary restraint on the 
increase in output. However, to a considerable extent, the failure of 
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overall] Huropean pre duction to increase has been due to the shifting 
concentration of worldwide demand on hard goods, and on_ the 
products of the engineering and chemical mdustries. Europe’s pro- 
ductive capacity for hard goods has been heavily strained to meet 
both military requirements and demands m export markets; produc- 
tion of heavy industries has continued to expand. On the other 
hand, production in the soft-goods fields in which European capacity 
is relatively ample, fell off with declining markets. Furthermore 
Kuropean countries have been reluctant to risk expansionary eco- 
NOMIC pol ies, given the tightness of their dollar supplies 

The United States will continue to encourage economic expansion 
through support of the OEEC and close cooperation between. the 
United States and Europeans on economic problems. [In addition, 
the productivity and technical-assistance programs will be carried 


forward in the fiscal vear 1954 program in order to assist the develop- 


ment of expanding economies in Europe. Continued increases in 
productivity are a principal source of economic strength that will 
allow an adequate military buildup without saerificing other vital 
objectives. The requested appropriations for the productivity and 
technical-assistance programs remain relatively small, since these 
programs essentially involve financing the transfer of ideas rather than 
the transfer of resources 

The most important single accomplishment of the productivity 
programs so far has been the creation, in practically all of the OKEC 
countries, of productivity centers. These centers include representa- 
tion from management, labor, and the Government on the directing 
committee or board, and in some countries an agricultural repre- 
sentative also participat: By the creation on May 1, 1953, of the 
Kuropean Productivity Agency, the OKEC has affirmed its intention 
to further its productivity policy declarations by practical means 

The mutual security program in Europe is planned on the basis of 
an expansion in world trade; in particular, it will be necessary for 
Kuropean countries to expand dollar earnings in order to reduce 
future de pend nee on aid, A commercial policy of the United States 
that looks toward increasing the level of trade with the rest of the world 
is an essential element for continued progress in the building of united 
strength. The OEEC countries have particularly stressed the con- 
tribution that could be made by a freer flow of United States invest- 
ment a more liberal United States policy with respect. to foreign 
imports, and more stable United States purchases of imported raw 
materials 

Kuropean progress in economic unification, political federation, and 
military integration is an essential element in providing increased 
strength, and it is the policy of the United States Government to foster 
measures directed toward these objectives 

Gradual progress has been made in the past few years toward 
closer integration of Europe. Suecessive stages in this movement 
have been the creation of the Organization for European Economic 
Cooperation (OKEC), the European Payments Union (EPU), and 
the European Coal and Steel Community (Sehuman plan), the signing 
of the treaty constituting the European Defense Community, and the 
preparation of a draft treaty for a European Political Community. 
Support and encouragement by the United States Government have 
played an important part in making possible these advances. 
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During the past vear, the most significant unifying efforts have 
been those of the six continental countries—France, the German 
Federal Republic, Italy, Holland, Belgium, the Netherlands, and 
Luxembourg. Through the creation of the Coal and Steel Community, 
by those governments over the 
coal and steel industries have been vested in supranational institutions 
The treaty establishing the Coal and Steel Community was ratified 
in July 1952, and the new institutions of the community—its High 
Authority, Common Assembly, Court of Justice, and Council of 
Ministers—are now in operation. The common market (eliminating 
tariffs and quotas between nations) for coal, iron ore, and scrap was 
opened on February 10, and the common market in steel on May 1 

The concept of the Schuman plan has pointed the way toward a 
further fundamental merging of national power and interests through 
the creation of a European Army and a European Defense Community 
The European Defense Community Treaty was signed on May 27, 
1952, and is awaiting ratification. The European Defense Community 
will not only promote a more efficient and rapid growth of military 
strength, but will also provide a way for Germany to make its full 
military contribution 


the W ide powers pre viousl\ exercised 


E. LONG-TERM ROLE OF THE MUTUAL SECURITY PROGRAM IN NATO 


Participation in the NATO partnership is an essential element of 
United States security policy. In response to the long-term threat of 
Communist aggression, that partnership was established for an initial 
term of 20 years Kor as long as it remains necessary to maintain 
defensive strength in Western Kurope, the United States must be 
prepared to assume a share of the cost of NATO defense The size 
and character of that contribution will, of course, vary over the vears 
on the basis of the levels of strength already achieved | »\ N ATO, any 
changes in Soviet capabilities and policies, and the demands made on 
United States resources for defense in other parts of the world. But, 
as Secretary Dulles stated before the North Atlantie Council: 

We are determined not merelv to sustain the present force goals, but to 


see them enlarged during the comir vears, and we shall make our conti 
to that enlargement * ” 


II. Escapes PROGRAM 


Although the International Refugee Organization resettled over 

million refugees out of Europe between 1947 and 1952, some thou 
sands remained after its termination, and their numbers were con- 
stantly being increased by a continuing flow of escapees from the 
Eastern European countries. Many were obliged to continue living 
in camps in Germany, Austria, Italv, Trieste, Greece, and Turkey in 
the absence of other housing accommodations. The standards of 
subsistence provided in these camps were inadequate, even though 
they represented the maximum that the countries of first asvlum 
could provide in view of _ burdens imposed upon them by thei 
own excess eamasiite and by the large influx of other refugees of 
their own race and culture to whom they owed primary responsibility 

These conditions were demoralizing to the escapees who had risked 
their lives to find freedom, and did not reflect in any sense the positive 
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friendship and concern which the free world holds not only for those 
who escape, but for the captive populations of Eastern Europe who 
must remain behind. To remedy this situation, the President ap- 
proved, on March 22, 1952, the use of funds authorized under the 
Kersten amendment of the Mutual Security Act of 1951 by the 
Department of State to provide supplemental care and assistance in 
resettlement for certain escapees from behind the Iron Curtain who 
had been granted asylum in Western Europe. 

The objectives of the program are to establish better facilities of 
reception for escapees in the countries of first asylum; to supplement 
the care and maintenance being provided by those countries and by 
voluntary agencies; and to assist the new refugees either to emigrate 
abroad or to reestablish themselves in Europe. 

In approximately 1 year of operation, the program has achieved 
substantial results at a minimum cost to the Government. Assistance 
is being provided to an estimated 14,000 escapees in the form of food, 
clothing, medical and dental services, and amenity supplies. Major 
attention is devoted to resettlement of escapees in countries where 
they can achieve self-dependence. To this end practical measures 
have been undertaken to overcome the disabilities of the escapee 
group, and to qualify them for resettlement. These include security 
screening, vocational and language training, resettlement counseling 
and visa documentation. The program also contributes to the cost 
of moving escapees to their countries of resettlement. As a result of 
these efforts, at the end of April 1953 over 4,000 persons had been 
resettled or were awaiting transportation. 

It is proposed in fiscal year 1954 to continue the present efforts in 
Europe, to expand in some measure the eligibility criteria which have 
necessarily been restrictive by reason of the limited resources available 
to the program, and to initiate modest programs on behalf of anti- 
Communist escapees who have taken asylum in the Near and Far 
East. This program would assure the increasing effectiveness of the 
services now being provided, and would extend to new and vital areas 
on the periphery of the Soviet orbit the advantages currently accruing 
to the United States through these efforts. 


IIT. Toe Near East anp AFRICA 


The Mutual Security Program for this region provides for economic 
and technical assistance to the Near Eastern countries of Iran, Israel, 
the eight Arab States of Egypt, Iraq, Jordan, Lebanon, Libya, Saudi 
Arabia, Syria, and Yemen, and the independent African countries of 
Ethiopia and Liberia. Military assistance is provided for Greece, 
Turkey, Iran and other eligible countries in the Near and Middle East. 
The specific discussion on Greece and Turkey is contained in that part 
of this book dealing with Europe. 


1. THE PROBLEM 


This region is of vital importance to the security interests of the 
United States and the rest of the free world. It lies at the crossroads 
of the three continents of Africa, Europe, and Asia. It holds half of 
the world’s known oil reserves. It has a population of some 76 million 
and a land area exceeding 3 million square miles. The area is charac- 
terized by tensions and strife, with excesses of population in relation 





to 1ts limited and underdeveloped resou Ss oO ter am Tie 
land litical instab ecol ss and an almost total la 
of military strength present an open invitation to subversive forces 
from within and hostile political and military pressures from without 
The prestige of the western Democracies, including the United 
States, in the Moselem States has pro ressively deteriorated in the 
postwar era and requires the most urgent and decisive remedial meas- 
ures. A vital prerequisite to improvement in the political atmosphere 
is restoration of confidence toward the United States in order that 
anti-Western sentiments may be decreased, Arab-Israel tensions di- 


minished and the region stabilized and strengthened economically and 
militarily in the interest of the free world 

1e objectives of the United States in the Near East and Africa 
may be stated as follows 


(L ) Promotion of stable CYOVerhihte is an pence relations 
within the region: 


b) Expansion of economic development and trade, including 
the removal of discriminations and restrictions impeding trade 
with and among the individual states: 

c Developme nt toward self-sustainu or ¢ IOI 

d) Promotion of friendly relations between the region and the 
West. looking to al iller participation Ot li ! the struc- 
ture of the free world and to a clima \ hich ns for the 
region’s defense can mature; 

\é Active and effective cooperatl I OL Ul oOunt 5 of the 
region in the event of general war 

In order to attain these objectives, it | be necessary to place 
greater emphasis on a regional approach to the problems which create 
the fundamental difficulties in our relations with the individual coun- 
tries of the region, To this end, a “single packag an proach has 
been developed for economic aid to the countries of the region \ 
similar concept is contemplated for military aid programs. Under- 
lving this approach are the principles that (@) mutual security can be 


realized only to the extent that countries which receive our aid do 
their best to help themselves and cooperate among themselves, and 
(6) no country should receive any assistance unless it takes 
action to marshall its resources collectively, or individually where 
I] 


aecisive 


more suitable, and participate in programs which promote collective 
security in the area. Due to volatile nature of the problems we face 
in this region, @ maximum amount of flexibility must be maintained 
in the application of United States aid. ‘To meet specific situations 
of a political and security nature in the cold war and to be in a position 
to take prompt and vigorous advantage of opportunities for furthering 
economic and social development, we must be in a position to tailor 
types and amounts of aid as the needs develop. 

We cannot hope to make an effective start toward solving the 
problems of the Near East and Africa without envisaging a long-range 
program. Unless we recognize that we have a2 continulhne interest in 
the area and that it is the United States intention to provide a mini- 
mum support in the economic and military spheres for the next few 
vears, we are going to fail to achieve the minimum aims which we 


have set as essential to the security interest of the United States. 
J j ] 4 l 

We have made but a modest start durin i" irs, but our 

interests call for a continuing support of an econo ind of a military 


nature. 
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_ 


2. MUTUAL DEVELOPMENT AND TECHNICAL PROGRESS 


a) Technical assistance.—This program is directed at fundamental 
economic and social problems through programs limited to imparting 
American know how and technology. The projects are primarily a 


continuation and expansion of the projects already initiated through 
the point 4 program in prior years. Close cooperation with local 
officials and private groups will be continued and the countries 
themselves are expected to continue sharing the cost of the supplies, 
equipment, and local facilities required to support thi operations. 
Major stress will be placed on helping the governments and people to 
help themselves and on building up a body of local skills so that 
future development can be carried independently 

The largest single category of projects is agriculture. Demonstra- 
tions and advice on the development of new sources of water and the 
reclamation of land now useless will be continued. Farmers will be 
trained in modern wrigation and agricultural practices through 
agricultural extension services 


The programs also include technical assistance in the planning of 


public health programs, the operation of central laboratories and the 
establishment of health centers particularly in rural areas, both for 
treatment of disease and the teaching of better health practices. 

Assistance in the field of natural resources and public works is con- 
centrated on ground-water surveys and mapping, construction of 
pilot-diversion dams, headworks, and linings on canals, storage dams, 
and other work related to irrigation and drainage development. 

Surveys will be continued to determine the possibilities for exploit- 
ing mineral resources. 

The demonstration of improved methods of highway construction 


and maintenance will be continued. Emphasis will be placed on 
better soil stabilization and technology which uses local materials. 
Technical guidance in the modernization and expansion of educational] 
systems will include expanding both rural and urban coeducational 


schools and teacher-training institutes to meet the need for foremen, 


skilled workers, and trained farmers 

b) Special economic aid.—Special economic-aid programs are 
required to help the countries of the region to help themselves and to 
help one another in accelerating development possibilities where other 
funds are not available to enable basic de velopment of the local re- 


sources to take place. They will be directed to fields where private or 
public investment funds are not otherwise available, such as projects 
for water storage, power, irrigation, transport, and the like. In addi- 
tion, funds are required for general economic support to prevent pri- 
vation and accompanying political unrest. Emphasis in the expendi- 


ture of such funds must be directed to benefit those countries which do 
not have sufficient other resources for their development. These 
funds would be used in cooperation with contributions by other nations 
directly or through the United Nations and with loans and other 
projects undertaken by the International Bank for Reconstruction and 
Development or by the Export-Import Bank or other governmental 
or private institutions. They would not be competitive with, but 
supplementary to, the resources of these institutions. 
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Funds ior economic assistance will be used to assist Israel to tina 


homes and useful work for its peopl and to provide for modest 
capital development for the purpose of helping Israel to move toward 
establishing a self-sustaining economy 

Special assistance will also be directed toward Egypt, leader among 
countries of the Arab world. In this country there has emerged 
new Government which has already made significant strides toward 
better understanding with the West and has shown a determination 
to improve the lot of its impoverished people. If this Government is 
to survive, it must find some means to relieve the social and economic 
oroblems arising from acute overpopulation and restricted « — ated 
se Even with full utilization of the funds otherwis« lable 
EKeypt will be unable to develop the great potential water resources of 
the Nile River without United States assistance 

These funds would also enable the host er 
finding shelter for the Arab retugees [rom P ales oO justly to their 
people assistance and rehabilitation and would =o to cove! the cost 
of indirect burdens which the presence of these refugees, approximating 
860,000, impose on their economies 


yuntries con red Wit 


In addition to providing essential support for vpl and Israel 
provision Is made for increasing the agricultural potentia 
portation facilities for the other countries in the region Chis woul 
include the development and greater utilization of the water resources 
of the Nile, Euphrates, Jordan, Litani, and other rivers in terms of 
water storage, power, irrigation, and reclamation projects. It woul 
entail road construction projects to transport materials, particularly 
agricultural commodities, and assist in the exploitation of the region’s 
mineral resources. It will also make pessible a significant contribution 
toward an integrated and coordinated air transport system 


(¢c) Aid to Arah rebudees fron Palestine Che United States Gov- 
ernment has supported since 1949 special programs of assistance to 
the Arab refugees from Palestine following the conflict between 
Israel and the Arab States. The vast majority of these former 


residents of Palestine have not received compensation for the loss of 
their homes and properties and it has not been possible for them to 
find means to support themselves in the neighboring countries which are 
now sheltering them. In view of their numbers, approximately 860,000 
now registered on the rolls of the United Nations Relief and Works 
Agency for Palestine refugees, these people represent the most import 
ant single element of economic dislocation in the Near East, and their 
plight is a political factor of first importance. Contributions to the 
U. N. fund have been made in prior years by the United States, and 
the United States has supported in the General Assembly a program 
of $250 million for relief and rehabilitation ae available to the 
UNRWA at the present time are believed adequ o carry out the 
progran of relief for fiscal vear 1954 and to conduct various projects 
designed to enable refucees to ey self-supporting Projects In 
sight, however, will not suffice to prov 
more than a portion of the refugees, and 
further financial support from the United States in future years if 
there is to be a substantial solution of the refugee problem. 


ide work opportunities for 
eh 
it will be necessary to seek 
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3. MUTUAL DEFENSE MATERIEI ND RAINING 


pas : ; : : 
e Mutual Security Program for fiscal year 1954 provides for the 

ition of military ass tance to Iran, ino! ler to maintain internal 

. rity ly addit ’ ‘ ts7 ; antharizad } ther stat 1} 
I \ 1 HQGCGILION, assistance IS autho ea ler OvUnel ubes IM tine 
Near and Middl Kast which the President « 


! i ¢ ‘ 
mportance to the detense ol the area and to the security of the 
United States 


‘ , ] 
letermines to be of direct 


\s an important element in its policy ot pro oting the security and 
stab ity of the Near East area, the United States has joined with 
Cé Lin Other Western Powers In WOrking toward the establishment 


of a defense organization in which it is proposed that other interested 


4 } ' 1] . a | . 4. 4 ¢ 
nations outside the area should cooperate with Near East states in 


I 

promoting the defense of the region \t this juncture, it is essential 
that the intentions of the United States to s Ipport suc h an organiza- 
Lion be clearly stated and that funds for this purpose be available 

The Armed Forces of the various Near East states play an important 
role in maintaining internal sec Irity Within the past year or so the 
armies have intervened decisively to mamtain stability and orderly 
rovernment 1 Kevpt lraq, Lebanon, and Syria In Egypt and 


Syria the governments are based on the a 


v1 mV in both states 
headed by military officers. Given the importance of tl 
throughout the area, it is fortunate that these military leaders have a 
progressive outlook and are f1 endly toward the West The military 
re ( In Svria and Keypt have already instituted a number of 
provressive reforms and hold forth greate proinise of orderly develop- 


ment than the regimes they supplanted 


t t 
| 


he m'tary standards of the Near Kast are si nificantly below 


those of t more advanced industrial powers. Certain states have, 
how er, developed ellicient ts Which demonstrate that it is possible 
Lo create effective defensiy » Stren: th 1) the region Oby iously, any 


t 


programs of military assistance in the Near East must take into 


account local shortcomings In organization and Inanpowel In the 
near Tuture the capac ity of most of the Near Kast states effectively to 
absorb military equipment will be relatively limited, and it would be 
unrealistic to expect the rapid developm« nt of substantial indigenous 
military strength im the area. In the longer run, however, these 
forees, when fitted into the general framework of a regional defense 


plan, co ild be expec ted to make a useful contribution to the defense 
of the area Obviously, the sooner a beginning can be made on 
programs of arms assistance to the area, the sooner such a contribution 
will become possib] In the meantime, arms assistance programs 
vould serve | nited States interests by contributing to the stability of 
governments and assisting in the development of an effective regional 


organization, vith its attendant benefits of improved relations between 
Middle East states and the Western Powers 
fn making plans for providing the states of the Near East with 
oa 


militarv assistance, the United States must, of course, take into 
account the problems raised by existing frictions with the area and 


the fact that formal peace between the Arab States and Israel is not 


vet S ht (‘are must be taken to provide aid only to those States 
which vill FIV satisfactory guaranties that equipment received 
i ¢ il lj ead e@XCLus vely LO defensive purposes. 
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LIV. AsIA AND THE PaActrt 


Asian and Pacific countries for which assistance is requested under 
the Mutual Security Program include India, Pakistan, Afghanistan, 
and Nepal, in South Asia: Indo hina, the Philippines, Thaila id, and 
Indonesia in Southeast Asia; and Formosa and Japan 

This vast area, inhabited by more than 600 million people and ex- 
tending over thousands of miles, constitutes a substantial part of the 
free world The preservation of free governments and institutions 
and the continued adherence of this area to the free world are of eriti- 
cal importance to the security of the United States 


1. THE PROBLEMS AND PROGRAMS 


These countries face grave threats to their continued freedom and 
independence. The Communists are waging open warfare in Korea 
and Indochina, while fostering militant subversion—armed and un- 
armed—in all parts of the area. In all countries, there is a continuing 
threat of dissidence and revolt, in the long-range equally dangerous, 
which will remain as long as poverty, disease, and illiteracy continue. 
This area offers a fertile field for Communist conquest; at the same 
time it offers a challenge for effective action by the rest of the free 
world which must be met. 

Most of the Asian and Pacific nations are newly independent, and 
their vrovernments are confronted with problems which are not capable 
of easy or immediate solution. Significant progress has already been 
made by some of these countries, and assistance from the United 
States has been an important factor in that progress. Much more 
remains to be done, but can be done only with continued support from 
this country. 

Economic weakness and political and social instability in most 
countries in the area arise from the shortage of managerial, technical, 
and administrative personnel; insufficient revenues and savings; 
inadequate public services; widespread incidence of disease ; inefficient 
production techniques and low productivity; limited work oppor- 
tunities and lack of adequate production incentives; low per capita 
imcome: limited or outmoded equipment and facilities including 
transportation and inadequate capital or means of mobilizing capital 
for production purposes 

In south Asia, the problem of food is of overriding importance. 
The threat of starvation is ever present, for, while more than 80 
percent of the people are engaged in agriculture, the productivity is 
appallingly low. Low productivity is also characteristic of the basic 
industries which must be developed in order to achieve a balanced 


econonn There is an urgent ne ior progran to raise the produe- 
tivity of labor and resources especially in agriculture, to educate the 
people in the use of modern methods, to bring about an increasing 
rate of capital formation and the ere on of plant a faciliti LO 
produce more oods and to provide reater and mort Lect empiloy- 
ment opportunity for the peopl Needed strength and_ stal 
must come primarily from development of these countries’ own huma 
and material resources Keonomie and technical assistance from thi 
United States, however, is necessary to help lay the found 


more effective utilization of these resources. 
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effor In th meantim | nited States bilateral 
h of he count! ta ; into account both the 
i tl opportunities {ol I nal ce velopment 
\ prim: tive of the United States in 
to help strengthen the defenses of the island, in order to 
Wn nto Communist hands and bein ised as a base 
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( s to bolst« he islane econon The support 
ible n ul estat shi Land a] ypulation swollen 


by a million civilian imi rants 1 he C} id, has placed 
a seve Strain on Formosa Producti \ I l - 
sources Nil tary COs Col { SO Dp I l ( ( { 
and nearly 50 pert OL Cl sO ai] | I ul 


rovernment bua 


\ third primary objective is to improve Formosa’s capac for 
self{-support pomtl oward the readue or te ‘ Or ) ymie 
aid through planned development In ove! it 3 exp: ion ot 
industry would hav he add advantages o tulatine Chinese 
ability to mobilize local Capital aha s Lr ul Vestn t, and 
helping absorb refugees from t I ila nto ns 

I provice np ( - S 


population 


In order to work toward the accomplishment of these objectives, 
the economic aid program for Formosa contaims four major elements: 
1) Keonomie support to the ted ot I ary assistance pro- 
rram:; (2) an approach to economic sta t irom th stLanapoin rf 
both internal and external finances; (3 rovision of technical and 
material assistance to h Ip the ri ul po] i 1 improve { e 
status and maintain reasonap!) tandards of living: and (4) ine d 
capacity for self-support through rehabilitation and further dev 
ment ol basic ullities § nd manutacturing ina iT leé 

Direct support will be furnished to the United States military assist- 
ance program through the financing of common use imports directh 
required by the Armed Forces, such as petrol 1, uniform and bedding 
materials, food for troops, construction materials, hospital equipment 
etc. Likewise, local costs connected with these items will be financed 
from counterpart funds In addition, the strenethening of tr: port 
and power systems, assistance m1 maintaming livable economic con- 


ditions throughout the rural areas, and the contribution of 0 ir program 
to economic stabilization are basie to the success of the military 


assistance effort 


In order to stabilize prices and maimtain near-capacity production, 
it will be nee ssary to contimue to help finance the Importation of 
vitally needed commodities such as fertilizers raw cotton, bread 
grains, iron and steel, machine ry, flats and oO} chemicals, et« With 


the proceeds of sale of these commodities, local costs of agricultural 


) 
and industrial projects in the program are met, and counterpart 


support is proy ided for other approved provects 


The proposed program Wilt continue to support and wot 


the Joint Commission on 


k through 
Rural Reeonstruction (JCRR) to help 
improve the lot of Formosan farmers, who with their families comprise 
nearly 60 percent of the population. Benefits from this program 
include enforcement of land tenure reform, distribution of improved 
seeds, control] ol animal cliseases and crop mse ts breedin r OL live- 
stock, irrigation, rural health facilities, and strengthening of local 
farmers’ associations. 
Projects directed toward increasing the capacity of Formosa for 
self-support through increased agricultural and industrial production 


will include importation of industrial raw materials and fertilizer; 


exploration and development of minerals such as coal and copper; 
expansion of facilities for manufacturing chemical fertilizers; and 
supplies, equipment, and technical assistance for maintenance and 
expansion of power, highways, and railway facilities. 
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As a result of the Mutual Security Program in Formosa, thus far, 
numerous important accomplishments have been achieved. Arrivals 
of United States-financed commodities have been a major influence 
in resisting inflationary pressures. In production, United States- 
financed fertilizer imports have been a major factor in the rise of rice 
production to an alltime peak of 1.6 million tons in 1952. Agricultural 
yields show spectacular increases over 1945 and in ceneral exceed 
prewar peaks. Industrial production levels are generally higher than 
the Japanese prewar peaks, Oftset ting these aggregate production 
rains, however, is the decrease on a per capita basis attributable to 
the influx of mainland refugees and military personnel since the fall of 
the mainland to the Communists 

h) Indochina (Associated States For 6 vears the French Union 
forces and those of the Associated States have been engaged in a 
bloody struggle against the Communist Viet Minh fortes backed by 
military support Irom Red China Desp te all efforts of the hon- 
Communist forees, entailing heavy losses of commissioned and non- 
commissioned officers and heavy commitments of military materiel 
this conflict has recently taken a turn for the worse with the Com- 
munist invasion of Laos 

The greater part of the cost of this war has thus far been borne by 
France However, in an effort to insure the defeat of the Communist, 
to pacify the area, and to speed the transfer of trained French forces 
to Kurope for the defense of the NATO countries, the United States 
on a high-priority basis has been providing the non-Communist 
forces with large quantities of military materiel, such as aircraft, 
tanks, and ammunition. ‘This assistance has been a major factor in 
the denial of the area to communism, but vii tory 1s far from achieved 
Since the budgets of Fran e and the Assoc lated States are ine apable 
of bearing the full cost of the military buildup that is required to do 
the job, it is essential that the scale of United States military assist- 


{ 


ance be increased in order t 


to assure the success of the resistance 
against increased Communist pressures 

The economic and technical assistance program provides important 
support to the military effort against the Viet Minh. Improvements 
made in transportation and other basic facilities provide direct sup- 


port, and assistance in increasing the effectiveness of Government 


services and the local pro uction of goods provide indirect support of 
the military effort Ina major effort to assist in breaking the military 
stalemate, a pilot “pacification ; project Is now being established in 
the ‘Tonkin Delta area in which many small \ llacves will be combined 
into one so as to facilitate protection of farmers at night. The multi- 
plication of this type of project should result in increased native sup- 
port the non-Clommunist overnment and at the same time deny 
tO id ree its for the Com: nist lo 
irom Oth milita anda CL hn nee § mat portion of total 

( ( 9 ( CLOT ( ( Ortation and 
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example, in the 1,600 rural dispensaries which have been est: hi 


over 250,000 people are treated per mor 





Program projects aesioned specifically oO Increase prod ion 
include the repair and extension of irrigation facilities, cereal crop 
improvement, the distribution of fertilizers, equipment, and tr: 9 
in handicrafts. In addition, substantial quantities of industrial 
equipment, raw materials, and supplies have been provide The 
sale proceeds from these commodities 1 turn provide the Loc ! 
reney required for the implementation of United States-supported 
projects which cannot bi proviaed rom the loeal overnments’ 


budgets. 


( Lhe Pi ilipp nes The [ nited states 1s committ i ) he 
defense of the Philippu es, and to assIsting thre progress Ol thy new 
republic toward political, social, and economie stability. hh iclition 


to the strong moral and political ties which bind over two countries 


the Philippines is a vital link in the defense chain of the United States 


and is a leading source ol copra, abaca, refractory chrom te, and ther 
critical materials. The Mutual Security Program for the Philippines 





consists of militarv assistance needed to maintain internal sec 
and economic assistance to hi Ip the country overcome asic Causes 
of social unrest and armed dissidence and lay the foundations for 


economic developm« nt. 
Through the military assistance program, the United States is 
assisting the Philippine Government to equip and train its forces to 


suppress the Huks dissident, Communist-led guerrillas who have 
been terrorizing the countryside since the end of World War I] With 


the aid of this assistance, Philippine Government forces have sec d 
important successes against the rebels, and nternal security has 
materially improved during the past 2 vears. Continued support is 
necessary, however, in order to consolidate these gains and bring 
about lasting internal security. Despite the heavy local demands on 
its armed forces, thi Philippu 's ha Suppiled a attalion combat 
team of approximately 1,200 officers and men as its contribution to 
the United Nations effort in Korea. 

One of the prumary aims of the econom! program is to inerease 
agricultural production, particularly rice and cort Support is en 


to an agrie ultural extension service to assist small farmers in ad 


improved agricultural techniques, and to the expansion of irrigated 


areas. Special attention 1s given to development of linproved seed, 
and to control of major plant diseases and pests. Due in lat as- 
| , 1} } ' 


ure to this assistance, the production of rice this year will be near the 
point ol self-sufficiency. 


The opening for settlement of extensive areas of arable land still a 
; : rs 


part of the public domain, notably on the island of Mindanao, is 
another major obje tive of the economic assistance progral By 
assisting in the development of roads, malaria control, land classifica- 
tion and subdiy IS1IONn, and | | ificati ) of procedures tor title regis- 
tration, the progran is helt LO Op portunities to hom teaders 
and to accelerate the movement of popula mm irom oy crowded 
areas. 

Support is provided fo dustrial lopment vel tion 
of the « omy tft y r l 9 c eel or 
ervices, to the Phil of 
plans, a l by as y the £1 s An ! In ¢ tO 
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With our aid the Thai Government is providing 3 million people with 
protection against malaria during the current year We are also 
helping to expand and improve rural health centers and in providing 
trang for mecreasing numbers of doctors, nurses, midwives, an 


Sanitarians., 


Assistance is being rovided to help improve the tr: portation 
system to meet Minimum military as well as economic ret 
We ar also helping { ie Thai to develop way ot ut ! t ' xten- 
sive li hite deposits as a 1 Ol ch DD oth f ‘ Vavs and 
thermal powerplants, and at monstrat how the out of tin 
and tungsten mines can be creased by the intros yn nodern 
mining methods. Help is also being provides he development of 
vocational schools to train the illed labor a { icla essential 
to continume econom! ( lopment 
more than 100 ( ito \ 11a 
ana f \ Live ra Lrie ! () ( 





He ¢ CULLVE I i «= 
nesian Cre ernmen } ) } eo 
problems Che sho eo ) tuft lo ( | ( ( 
and the lack of sufficient trained Indo 
fessionals. 

Che growing rice deficit per capita is one of th | 
Indonesia’s economic and. political tability 1 | 
research, demonstrations, and tran , both in hh 
the Government will be assisted in its attempt to rease for 
duct mana thereov 1 | e th present ne : ( ry 
hundred to seven hundred thousand ton I 
emphasis is being given to training Indo O « I he 
ically and to maintain and service land d ( | ! { 
purchased by the Indonesian Government \ an 
having demonstrated that hybrid corn can double vields in Inde sia 
are working with the Indonesian extension service to sho 
farmers how to get bigger crops Because | 1O i 
foods, technicians are working with the Sea | s 
Ministry of Agriculture to modernize the fishing f] and se the 
supply of fish to Indonesian consumers. The United States has pro 
vided SO modernized vessels, as well as + ( { 
designed boats which are beine turned o Indon nm val t 
the rate of about 200 a veat This project d« ontinues i a 
small amount of aid during 1954 which | i ‘led pl ( 
training In Improved Tishing and mal y method 

The proposed program will continue to aid the industrial devel 
ment programs Alreadv the research ins es in 
woodworking and metal products which » receirved Unite tates 
equipment Are hely Ine tandaraize product ‘ tra 
artisans In new desiens and techniques. We will continue to help 


central purchasing, processing, and marketing cooperative ih 
Indonesian cabinet has renewed the contract of a United States rm 


which has been providing engineering and advisory services and has 
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as i ior engineering assistance In major powell de velopm nt projects 
in t] Asahan River Vallev of Sumatra and in South Kelimantan. 
Phe Inde an Government rea iterest o of per 
eflected in its cont ied req ts fe ussistare n hnical 
( on-t} l ft t { ) that i fiscal 
\ »-4 )} to POO mo Indor i may visit tl Lnited States 
l vices iO SpE LaitZzed Crain iN) 5 Cuil re publie 
he trv, techni educatiol oO visual techniques and 
coope! vated that bv the end of fi | vear 
O54, 1 t the 1 h | e Institute at 
Band h Indonesian teache so that the 
\I yl to carrv on th provect d signed 








Lo ¢ rlish which has peeh ¢ s hated ie 
eCsla 
qdornesia With & poy lat rh Of almost SO miullio I I Nal 
?,O00 coctors and Tac mn equally serious shortage of tra aq nurses 
INLWw1ve he proposed pro ran Vill cont lt Lo SIs t the 
\] trv of Health in its training’ p im wnidu and the 
mi il faculty of the University of Indo \ continue an 
eX contract providing for the sé ces of a up of doctors from 
} 1 \ ( Ca ! Ve t \ ‘hie 1) yore aiso continue bo 
I | size control of mataria thr enates eC ¢ Seo cath m 
naonestia The relation of preventing iil hie to mncreasi ood 
Ln dustrial production will be stressed 
/ a Che overriding problem in India is food production 
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al of India’s development program, if fully realized, will re- 
n changing the trend from economic cd ) 
my mel which in turn is critical to the vival 
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urees hore It DOrrOWINeE, ana liquidation i Ol [ assets Als 
though India’s own efforts will go far toward meeting its essential 
cle lopm« t leeds howeve it will not be ul ft » Teak headway 
nouch b wn eff especially in recard to the problem of 
! ] vhieb is of eruc pol rie to thie ecurlt and 
t ) { T) re area 
eco mic a { I L aSssistane pro m for India is pri- 
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obtained a $15 million food loan from the United States to alleviate 


the situation. This vear, due to the same basic causes, a much more 
serious shortage threatens. The Government of Pakistan is diverting 
rops, and generally straining its resoucres to the limit to meet this 
erisis, Which could have the gravest of consequences In order to 
help maximize their own basic efforts, economic and technical assist- 
Lie s being espe ially directed toward bring rabouta rapid Increase 
in food production. The proposed economic and technical assistance 
program 1s directed toward the most rapid expansion possible of 
food production in Pakistan, through improved methods, irrigation, 
erreater use of fertilizer, and so forth. Despite these measures, however, 
Pakistan faces an immediate food crisis. Emergency assistance in 
substantial quantities will almost certainly be required to meet the 

on auru the coming months, over and above the assistance 


{ 
proposed under the Mutual Security Program 


| ty In Afghanistan the United States program is 
ned to | » the Government and people to develop the country’s 
ui re yuurces and its present al | potential 1 sources of coal 
other minerals \ shortfall in food grain production due to 
di ht conditions in 1952-53, with a resultant threat of 
made it necessary for Afghanistan to obtain a $1.5 million loan 
i [ ad States to prog iIrement ol heat he | ) dst ites 
provram im hseal vear lYo4 I st ) nt te 
( the Helmand Riv Valle vhere t \fehans 
\\ rl (met engineering 
| ai l thu I n | ort | oO] i IA lo ! for the 
( | development of new lan¢ dt] ttlement of nomadie 
An tech ire assis the Afebans to solve the 
? l ] from } imi { S pr { ! to train 
a iy 7 who lo OT te Tt} comp! dn 11S- 
! ( Ces 7 thre Ol fT ro ! nad train 
| D l | ) Lec I na Cl rm wD ( ces 
‘ th ost. ¢ of tl nd 
| y helping the Afghans it their coal 
| he 1? (| ! th } ourees 
| ] ( to | fup th excl neve res ves for 
| nomic development of the co rl ram is also 
ice to educatio tutio 1 Afehanistan, 
| ( tural field 
\ | { mount ) nd landlocked « { of Nepal 
and development o nera sources 
tural t ela { ed Ni In ricul- 
on 1 hods which will be put to us¢ vills ‘ op- 
l l { f the Coul I Im oO 1C7 Ov sf the 
i ) id CO tac ( \ h) hould 
( ul efficien ft the fa m vailabl 
1 no a because of infestation h malaria-be mos 
; i res rees ill also be developed to make possil exports 
I 
whi vill make available the foreign exchange required by this 
ountryv ior ¢ momic development und the raising’ of the standard 
f ; f 4 1) | 


MUTUAL SECURITY PROGRAM 


V. THE 


AMERI 


The other Ame rican | 


to the security of the United States and to t 
Since the early days of our history there have 
between the United States and Latin America 
has added creatly to our common mtere Ss 

the Latin-Am« rican countries are participal 
organization of which this Government is a 
tion of American States We are allied w 

tries in collective-s curiby arrangements Das 

defense of this hemisp! ere 1S the ( ble ctive 1 
ican states This concept is the heart of 

ol Reciprocal Assistance (the Rio ti { 

Our economic ties with Latin-American « 
Our direct private investments 1n Latin At 
$5 billion, which ex ads the amount oi 1 | 
n all of the other countri Ot } oria 
There was almost S7 b mn we h ol t 
ind Latin Am« Cu il re \ppro 

s trade is with the Un a \ 
are from this area, to which we send al 
| Lu (meri Ob oO} i i? | i ) 
necessary Ista j econ 

Latin America 1 ) d oin 
ind social changes rhe 

( en I ( S ret ) 
vhich, tho h the I ( 

nsatistactor Mh Low | I tard 
ountries have bred a popular « 

Cito! TI Oommunists and e 1 
this readyvimade situation as a bas i 

and in an attempt to gain poli 1 
Hemisphere 

There is a great dispar een tl 
\(merican countries to parti ‘ n U 
ind the free world and their abilit to a 
lishments are neither trained not juIpped 
extent in a Ve military operations } ) 
in these countries does not app O |] mit 
ment in this situation The ho 
strenethenit their own mi 
vith the Un ted states in the 
(American military representatives and our o 
LOl the defense of the hemisp!} re th ) Ul 
Board, which meets rec ila \ i! \ I 
strengthen their own defenses. most of 1 
have requested the assignment to tl 1 « 
Foree, and Navy trainnu Muss Ss to - 
military establishments Chi are bet 
of such missions. Most Latin-American 
military materiel under the reimbursable aid 
Defense Assistance Act of 1949 as ami d 
have entered into bilatera mil ary assi La 
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United States field party participating in a typical cooperative 
im consists of a public health physi an, a sanitary enginee! 
a nurs These technicians assist in projects 10 health educa- 


industrial hygiene, the control of diseases such as those listed 


and the design, construction, and maintenance of hospitals, 


hn centers, and adequate water s ipply ana sewage disposal facil- 
Fs 


know-how leading to conditions far below potential u 


) 
above fields also affects Latin-American industry. Industrial 
¢ 
i 


tion often is far lower than potential owing to unawareness 0 
d methods and techniques Cooperativ: programs 1n the 
of ind istry, therefore, were initiated last vear in several of the 


\(merican countries to assist them to increase the ] roductivity 


r small and medium industries (hese programs tend to 
en thos in the 0 he fields { d m4 ( race t laneed 
cl el ment Assistance iSO S iven tor this purpose 
( lds of public administration, transportation, communication 
intior i th technical rvices 
hich ratio of illite: v in Latin-American countries constitutes 
ld nal r retardu ctor encountered in the no 
men these countries. The purpose of the educational 
I oO help the opel ing countries in thei forts to reduce 
in ) end ) 0 ! 3 in fT vo tionga indus iI 
ricult ii il ld 
ie above ind | other ects of the pre i! in Latin 
oul neipal S101 to help cooperatir countries how 
h wn resoul 1 solvi thei prob 3 
I Co rib ne | LOWd8!] Lhe Cost ol th tance 
nem ey fe] e ot th ( i enth msm 10] what the pro- 
I to oll is the ict I 1 noun wimMost doubl the [ er 
oO l I l buted | the re countl 3 


I | VI 
) CY I I ram serve high prio { nt ts 
| ted S tes a] t onomt oh \ > 1n \ ) +} | fig 
MM | ist Aft 1 nd | rope { MoO ri ( rit 
f the Un States are both served by developing new 
nad X] ! rl ade mm 1 nN ( 
! i S oO | yIwes pro ts S ned to ie! » 
ro tion of b ( ! rial ina te in nondollar a iS In 
nanner tha 0 ee world tra will be expanded 
hat the nee r | d Stat publie assistance will be reduced 
( rs sO } i rial | rope is coneerned Aft 1 1S 
! J ( trength i he f re will d pend 
j yn the de t of Asian sources ft supply 
ly desirable that nal sour of production should 
veloped tor mal materials which Japan formerly secured from 
. or Manchuria and for materials which Western European 
ti still secure from the Soviet bloe area. The political and 
bi Vv ¢ the rice mportu countries of South Asia and the 


rast—which is important to the security of the United States 
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aepends importantly upon a rapla expansion OF rice production mM 
Asian countries. 

The economy of Western Europe can Survive only as lor Yas it can 
Import supplies of raw materials from areas abroad and pay for them 


with the exports of its factories Che level of economic well-being is 


determined largely DY the pric s which it pays lor these raw materials 
If their cost is excessive, Hurop cannot compete successtully abroad 
in the sale of its exports. It is essential that conditions be created 
which assure the continued flow of raw materials to Europe at a 


reasonable cost. 


Japan is faced by verv serious economie difficulties which are only 
temporarily eased and obscured because 1t now receives dollars as 2 
staging area for the way in Korea These must come either from old 


sources which have fallen under Communist domination rirom ew 


sources in Asia 





The basic mat s procram for fiscal year 1954 will auement the 
large efforts which all the countries of the free world are n ng to 
expand the production of raw materials and foodstuffs. Their un: d 
efforts cannot accomplish all that is necess: partly | au I \ 
must devote substantial funds to cel se an partly be Ise private 
investors, who would be willing to undertake mineral pro¢ on 
projects, for example, are not willing provide ports, roads, and 
other projects needed to open up underdeveloped areas for produ n 
Nor would an individual country nor! high enough ] V 
to capital investments within the country which are needed to develop 
pDrowects te ic d prima ly »>Serve the ex | ! CoO 

United States assistance Will help pro l i { most ¢ ( ul 
exploration, ports, transpor on, and \ 
to induce irther Uni | States private a i lore nh investment 1n 
materials production In some nstances the need {o1 ne! | 
supplies of materials in a region may involve al assistance, or 
may require assistance in developing specific materials production 


facilities. 
Onlv part of the load of expanding materials productior scal 


vear 1954 1s carried by ne basic mate | ram In 1 
developed areas, including th overse ~ { er ~ 
country programs provide assistance in ral economic develop 
ment, including the production of mate ed for i se 
sumption, which 1S directly geared to the ‘ | peop lhe 
basic materials program is intended merely, noplemen v4 ment 
activities of public lending institutions, for rovernments. and 
private investors. In no instance, will ba aterials funds be mad 
available if either the Export-Import Bank or the IBRD is prepared 
to finance the project 

2 NDEN OV 5 ) S 
particularly those in Africa, are of vital in ance to the sucee f 
the defense builduy of the Atlantic Com t boat a reve more 
significance to the eftort of that commu o achieve stable onomie 
and political relationships free of the need for extrao inal I nited 
States assistance The success of the current effort to increase the 


productivity and trade of the European countries, so as to maintain 

















materials development fund being used to develop increase¢ 
duction of essential materials in short supply in countries rec 
United States “ssistance 

For fiscal vear 1954 an overseas ter tories development program is 
proposed to provide funds for general economic development and 
technical assistance. Basic materials proyects W ll also be earried out 


In the territories under the basic materials development program 


echnical assistance in fiscal 1954 will be provided to assist | al 
administrators and technicians in the territories in dealing with 
problems of resources development, increasing private investment, 
technological advancement and expand productivity, together 


1 
with the equipment and mate rials essential to the effective conduct 
of the programs as well as the training of personnel from the overseas 
territories in the United States. New methods and techniques in 


fic lds such as housing, tr insportation, and health w ill be demonstrated 


in actual practice on a sufficient scale to show how their adoption 


vould improve living standards and expand production Basic mate- 
rial development funds in the overseas territories will be used to 
linance & part of the cost of transport, power, ports, etc., which w ill 


assist in the establishment of conditions which will make private 
investment for productive enterpris Ss possible and inerease the pro- 
duction of raw materials for the United States and countries receiving 
United States assistance. Assistance in connection with these devel- 
opment and basic materials projects will be made available to meet 
the dollar costs and a portion of the local currency costs of such 


projects, 


VII. MuLritATERAL ORGANIZATIONS 


1. MIGRATION AND REFUGI 


Since World War II, United States fort n pol y has been directed 
toward the establishm« nt of stable political and economic Conditions 
in Western Kurope along with the development of n itary strel! th 
The direet 


sufficient to meet the evergrowing threat of communism. 
relationship of the gravity of the problem of excess population and the 


influx of relugees to the attainment of this pole roal vas early 
recognized by the United States Government and DY the other 
governments of the free world 

From various studies made by congressional committees, by other 
agencies of the United States Government, and by international 
agencies, it has been cenerally assessed that (¢ excess population to 
the extent of 345 to 5 million people in Western Europe creates a grave 
political and economic problem, presenting the necessity for the move- 
ment of some 700,000 migrants annually during the next se veral 
vears, and (6) to increase the normal annual movement est mated at 


approximately 300,000 an intergovernmental organization 1s required. 


Cognizant of this problem, the Slst Congress in 1950 and the 82d 
Congress in 1951 adopt d legislation which in effect constituted a 
mandate for the participation of the United States Government in 
intergovernmental arrangements to alleviate this problem. 

Acting upon the above cons! leration, th Ul ( es Govern- 
ment, in cooperation with the Belgian Gover t, took the initiative 
in convening a conference of 27 governments Brussels November 
1951, asaresult of which 16 of these governments forn sti d 
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erants from Europe. As of 
members of the Committee 


ovement of M 
2 covernment 


ding 12 Western European, 6 Latin American, and <Australia, 
ada, Israel, and the I ited States This increase in government 
bers participati ictively in the program of the Committee 
s th rrowll inte st and concern of the free governments 
) this problem Che considerations that led to the United 
the initiative oO ¢ tabli h the Committee at Brussels 
LD wer 1 re even oO! Valid at the pre me The re 
( cern not onh oO embdel overnments of the Migration 
1) LO } De] overnme ol NAO thre Ciounew 
| 1 ! oO rl ent of ti Wi ter! Wi ( Th 
) i { - es » notme i rrovernmental actiol 
{ ( 1 wal velcomer nad idely 
{ ) r\ 
( ) wd appropl ed S10 million a 
ti the m ot migrants tro! 
QF he nmental ¢ rmittee for | ] 
I LO re } ( naa rr 1932 ! Ol] the 
) pre ! OOO ] ) deet of | Vic 
| movi 1 I ru ( ; Du the remainu 
; ! } it te ed 77.600 m nt ) 
} i | I nD 0 f I C3 WD Cais 
I ove ( yt | IU perso ] ! timated a of 
~ ' ( 1 t plat ned pro- 
} move ( t+U 0UOU wrant ane Gor oO] 
~4() 4 ,OOD 
I I | | I W ¢ 
ted N ) Inter mal Children’s meregeneyv Fune 
I \ 1) he Ge | As bly of the United 
Loi » dea th the disastre conditio 
i i Cl vy 1 MUL fal rom he ad tation of 
i th pecinn i | ( State Di ticipate Lactively 
oO of UNICE] ha ried on an fective program 
{ d 1 ti var and later of dealin 
! tiv in other ' } in December 1950, th 
il A ib L th yf reference of UNICEF, shifting 
) ! n iro ( nev ma eding Of W ictims ll 
>) Lo Ls tin ind oO ed countries nm Asia Af i and 
! \ ! whos ) 1 economl ources are limit ad, in the 
) of 1 ut 1 child well provrams with lo in 
NICE] pl s the principle of self help In allocating funds 
ICE favors programs which are within the means of the assisted 
coun » ( hemselves after an initial period. TI 
or ! recelvil d ommit oward the respective procrams 
I | r own eh A at least equal to and a oiten more 
{ t in value to the contribution of the fund and which 
est | he ssarv basis for continuine the work after the with 
di lof UNICEF aid 
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Since its Inception 61 governments have contributed to or made 
| ; 


firm pledges to { NICEF, many ot them on an annua basis The 
fund has alloeat “( approximately $145 mill on to date to child-eare 
programs 1h Africa, Asia Ik irope, the eastern \I qaiterraneal rea, 
and Latin America Currently. UNICEF aid is con to 69 countries 
and territori When prot l \ ade completed S 
estimated that at l¢ ist b6U m oO el 1] \ } e op Dy 
the children’s fund 

Ihe childre 1S tund | Deel CO ty ns t} 
concern ot the 1 re ) | j oO t i 
the man mderd lO} county } ( , 
t he ¢ ( t ihe I t loo I ( | 
th te st ¢ he | ted S es ( I throuel 1 
miter ] Had ns ! te 
With oth ( ny ey 
develop L ce su | ( = OT 
meetl ihé ! el na { Ol 

1 ‘ ' } | | ! \ » ¢ 


It ray, ( ( t} hy t ) t ‘ 
1 ' 
the United States has supported 1 v 
I 
earried out bv tl United N mnsa ( 
| ited Na ms yr roy iS Al int V to « 
skil irom 1 \ ations ft help 3 i peop t 
wna ] lnr 
underdevelop Are to deve TN) ) 30 
It is reco 7od { | ont that , 
compete ( yt th ternati } } r f ; + 
ments tor ¢ ry out these « ] t } eds t t } ! ( 
jolnes with 54 othe overnments ! ‘ v cor I tions 
Pi ‘ , 
( Tere | e¢ ( ikhSsIis } ( 
{ a i l l 
T 
developed are O I Ss ! ( ul p 
S Wen } J ( re ) ) rf) ms 
was evident tl | tion ! vO ‘ 
¢ | } ] ] | 
come trom tl so-calied developed co I I 
programs | rec on ot th nO t t} ro : 
1 1 , 1 
pla S l ONnOMIC=¢ ( ( $ I t nit ot . 
support t DV < ut! pproxil { { oi t ( 
pledged. 
ramet ' . 
| I led pro | IN ' 
was 0 inh qa i v } i qi | l 
' | _ ] ( 
appre rn VV £U ( ( nd t ) {) ) ) 
techni tan | ) I ‘ I 
’ , ; 
sioned 0D D Lich ting es | \ ( f 
17 ; 
1.200 fellows at I ) ~ n 
’ ’ : 
ments have pledged o $21 million pport o pre m for 
1 ‘ ry 
calendar vear 1953. TI esents re Oo hi 
first financial period t! roeTaAk 
ited annre ma I S 
I il I 
1 ! T 
The | ited Na na led pl lw ¢ nited 
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on | nion: and the World \leteorological Organization. Che 


ional Bank for Reconstruction and Development and the 
1e program, although 


national Monetary Kund cooperate mm 1 


lo not receive allocations from the United Nations special 


nt from which the program Is financed. 
activities of thes agencies are coordinated by the Vechnica 
nee Board, which is made up of representatives of the partici- 


encies, with an executive chairman appointed by the Secre- 


General of the United Nations The Board and the Chairman 


ire respons ble to an int reovernme ntal body, the Te hniecal Assistance 


C'om 


Ty 


tion 


many 


in f 
iil it 


Cerrua 
pat 
locus 
prete 
men 


miitter composed of the LS rovernments on the { P N. Economie 


Social Council, including the United States. 
ie United States has supported the multilateral approach in addi- 
to bilateral assistance because (1) the recruitment of experts from 


+ 


different countries lessens the drain on United States manpower 


lds in which United States experts may be in short supply; (2 


in regional problems of economic development lend themselves 
cularly to handling by a regional organization, as for example, 

control; }) beeause of political implications a country may 
r to request assistance [rom an inte rational organization of which 
an equal member rather than from a particular foreign govern- 


} the Irie rnational approach has erent ps) chological value tor 


ree world by uniting the underdeveloped and the developed coun- 
n a cooperative effort; (5) participation in an international pro- 


to which other governments also contribute is economical for the 


ore 
United States The willingness of the United States to work through 
mu teral Oorganizallons blo he greatest extent pract cable rather 
than dng our ald \ holly bilat ral. creates confidence in the motiva- 
ion of our bilateral program It has also strengthened ow POSLLLION, 
n contrast to the Soviet atti le, as the leader of the free world am ne 
bo yer and nonmember governments of the United Nations 
/ N/a } ha ro tT tee] eal ¢ perat p am of 
e Ora at of Ameru States 
{ chi l 1 eooperatlo p! rram of th Oreaniz: t1o! of Am ‘rican 
Stat s established by resolution of the Inter-American Economie 
d Social Council on April 10, 1950 Che program which began 
operations in January 1951 consists entirely of regional projects. It 
directed toward technical education and provides trainin in 
Stl ana techni il ir C¢ ab region | tra nu centers and 
ed imaAtllronal stitutions 
The program for 1953 contains 11 projects, 6 of which are con- 
tit from 1952. The latter projects are in the field of agricultural 
( nsion services yoperath housing, child welfare, economic 
| | statisties, and animal husbandry, the last a research, 
( stile se Ci nd demonstration and trainine center in hoof- 
an outh di se lhe five new projects to be undert ,.in 1953 
lso vy planni valuation of natural resources, and 
teac] I} m for 1954 will | DDI | bv the 
ts ‘ | ¢ | { 1 }95 
The | | States contribution to the Technical Cooperation Pro 
() 1 \ n State veal 
{ | am § in ai 
tio} t! | i MUVIDU- 
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tions referred to above, substantial contributions have been made by 
host governments in connection with the expenses of projects alread 

in operation. These contributions are estimated at approximately 
$200,000 annually in services and supplies and at about $2 million in 
lands, facilities, and buildings 


4. OCEAN FREIGHT SUBSIDIES FOR VOLUNTARY RELIEF AGENCIES 


Congress for some Vvears has recognized the compleme htarv value ol 
voluntary relief to governmental programs of general assistance 
Voluntary agencies registered with the Advisory Committee on Volun- 
tary Foreign Aid are reimbursed by authority of the Mutual Security 
Act for the cost of ocean freight on supplies shipped to Marshall plan 
countries or to countries eligible for economic and technical assistance. 
Reimbursements for the past 5 vears, that is to Mareh $1, 1953, have 
amounted to $7.9 millions for the transport of 450 million pounds of 
food, clothing, medicines and other supplies to the value of $138 
million. These were distributed by agencies representative of church 
labor, civic and ethnic interests to countries which provided free 
customs entry and interior transport to points of consumption. The 
estimates for the fiscal vear 1954 are much less than one-half of the 
expenditures of 5 vears ago. The estimates include the continued 
support of programs in Western Europe, the greater part for refugee 
welfare, and for expansion to the countries in the Middle East de- 
pendent upon agreements with the participating governments provid- 
ing duty-free entry and interior transport of supplies. Shipments to 
Korea will be through Army facilities. All subsidies for the ocean 
transport of gift parcel post were eliminated as of March 31, 1955 


5. UNITED NATIONS KOREAN RECONSTRUCTION AGENCY 


It is the policy of the United States to proy ide economic assistance 
for the Republic of Korea by contributions to the United Nations 
Korean Reconstruction Agency (UNKRA) which was established by 
the General Assembly of the United Nations to provide for relief and 
rehabilitation in Korea. The military aggression against the Republic 
of Korea has caused vast damage to its economy resulting in the 
necessity that economie assistance be furnished to enable the Korean 
people to sustain their military resistance to aggression and, in time, 
to recover from the ravages of war. During the continuance of 
hostilities, the United Nations Command has the primary responsi- 
bility for civilian relief in Korea; and UNKRA is engaged primarily 
in the field of rehabilitation 

The overall purpose of UNKRA’s program is to assist the Korean 


people in their own efforts, first, to proauce Uh basic necessities of 
life and, then, to restore a self-sustaining economy) The principal 
objectives of this program are to assist in (1 roviding food, s] 
clothing, and medical services required to sustain life, (2) devel 
agriculture, fisheries, coastal shipping, and mining so as to minin 
food import requirements and to maximize exportable surplus 
increasing the Korean production of good I materials and 
making the maximum use of indigen¢ oul 1) co 

the inflationary tendencies resulting fror ar condition 


achieving economic conditions conduc! he maintenance of e 
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nomic and political stability, and (6) training Koreans in technical 


skills in the fields of agriculture, industry, public health, and education. 


Toward the fulfillment of these objections, UNKRA has been 
engaged during the second half of fiscal vear 1953 1 implementing a 
$70 million program designed to be fully committed by the end of the 
fiscal vea and UNKRA has proposed a $130 million program for 
fist en | 4 

| UNKRA ] ret. as authorized bv the General 
\ blv. the | nites States pled ( | 5162.5 LLLLOT sits share The 
United States pursuant to appropriations in fiscal vears 1952 and 
1953 | paid $35 million on its pledge; and an additional payment of 
16.5 illion is under consideration for disbursement before the end 
O1 ul year 19 

VIII. Specran Wrapons 

(ne ot our rea est assets in defense is the productive and seientine 
ren f the free peoples. The objective of NATO detense planning, 
as Ol American defense planning, has not been one of matching man 
Or nan a potential army Of aggression, but rather of making our 
rore as effective as possibli through a combination of training and 
nod mW pons 

Under the Mutual Security Program the United States has under- 
taken to provide some ol the most modern and effective weapons in 
xistence to our allies the world over, in order to maximize the effective- 
ness « the forces that mav someday have to fight alongside ours. 
The ships, tanks, aircraft, radar, and other weapons and equipment 


we send them are comparabli to those with which our own forces are 


{ pill} , ( 

But the proces of invention and development has led, in this 
country, to even greater possibilities for perfecting our defenses and 
Lrel nenin Oll pore ; throue!l new KINdsS OL We: ons that are now 
beginnin to entel prod Wetion or are nearing the completion of 
levyelonmen 

Ni ost s ch ne yveapons are not only neces aril, Surre und d by 
SeCTE( but remain affected to some extent by uncertainties as to 
ost. production techniques. and the exact time at which d ‘velopment 
should be erystallized and volume production begun. It is con- 
sequently not practicable at this time to develop hew weapons pro- 
rrams on the basis of calculated requirements and carefully sereened 
deficiencies as in the ease of our regular end-item programs 

Nevertheless, we are near the point where a start can be made in 
developing such new weapons programs for our allies. More impor- 
tant, we are at the point where provision must be made to permit the 
planning of such future programs and in order that appropriate 
illowance in production plan mav be made at this time and financed 


to the extent hee Ssory 


The mutual security program thus contains for the first time, in 


: : ; ee cal 
sc Al ear 1954. a speertiy iowanes for the use of funds for the purpose 
f prod ! or preparing for the use of newlv developed weapons. 


Because of the extraordinarv security provisions that must be ful- 
filled in anv program of this sort, it is proposed that authority reside 
nly with the President to make the necessary decisions to implement 


this program Specifically it 1s proposed that the President be 


responsible for determining, first. the wisdom of utilizing such funds 
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